Family LLPs for Property
Investment: Tax-Efficient
Succession Planning

This factsheet offers an overview of using Family Limited Liability Partnerships (LLPs) for
property investment businesses, providing a strategic solution for involving family
members in business management and succession planning.

Compiled by Trident Tax's experts, it highlights the advantages, structure, and
applications of Family LLPs, enabling you to make informed decisions about tax-efficient
wealth management and business continuity.

We strongly recommend seeking tailored UK tax advice specific to your circumstances to
ensure the best outcomes.

Family Investment Partnerships — Overview

If an individual owns a property investment rental business and wants to involve family
members in management and income sharing, transferring the business to a Limited
Liability Partnership (LLP) can be practical and tax efficient.

Unlike trading businesses, where transferring to a company is advised to defer capital
gains tax, property investment businesses face higher tax costs. An LLP allows family
members to participate as partners, share profits, and benefit from future disposals,
providing a viable alternative for succession planning and tax efficiency.
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Who Are They Appropriate For?

Family Investment Partnerships are suitable for individuals with property
investment rental businesses who want to involve family members in the
business operations and succession planning.

This structure is designed to enable family members to participate in the
management of the property business, share rental income, and benefit from the
increased capital value, providing a practical and tax-efficient solution for
succession planning. This structure aims to ensure the continuity of the
business while leveraging potential tax efficiencies.

Why Are Family Tax Efficiency
Partnerships Used?

Flexibility

Structured Growth
Sharing

Tax Implications Capital Gains Tax
(CGT)

Stamp Duty Land Tax
(SDLT)

Inheritance Tax (IHT)

Involve Family Members: Allows family members to participate in
the business, share profits, and benefit from capital growth.

Reduce Tax Liabilities: Provides a tax-efficient way to transfer
ownership and control over time, spreading tax burdens.

Adaptability: LLPs allow for the addition of new partners and the
alteration of partnership shares as needed.

Gradual Transfer: Facilitates the gradual transfer of ownership,
ensuring smooth succession planning.

Hurdle Rate for Young Members: Like companies, LLP
agreements can be structured to give younger family members an
initial low entitlement that grows as the business succeeds.

Participation in Value Growth: Ensures new partners take a share
of the growth in value, incentivising their involvement and
contribution to the business.

Transfer to LLP: The transfer of a property investment business to
an LLP is treated as a part disposal at market value for CGT
purposes. However, depending on the LLP agreement, the CGT
liability may be minimised.

Note: For trading businesses, there are reliefs available to defer
CGT, which may not apply to property investment businesses.

SDLT Relief: Specific SDLT rules may apply to family members,
potentially avoiding an SDLT charge on the transfer to the LLP.

IHT Exposure: The owner’s exposure to IHT is capped as the future
growth in value is shared among the family members. Contributing
the property to the LLP can reduce IHT exposure if the owner
survives for at least seven years.

Note: By retaining the right to a share of the rental profits, the
owner should not fall within anti-avoidance rules.



Benefits
Tax Efficiency: Potential reduction in CGT and SDLT liabilities.

IHT Planning: Potential for discounted valuations for IHT purposes in some circumstances — control may not be lost in
all cases.

Flexibility: Ability to add new partners and alter partnership shares.

Family Involvement: Enables younger family members to gain experience and participate in business management.

Potential Challenges Complexity: Requires careful planning and Regulatory Compliance: Ensuring the LLP is not
professional advice to navigate tax a collective investment scheme for regulatory
implications and legal requirements. reasons.

Practical Steps: Significant steps needed for
the transfer of tenancy agreements and
mortgages.

Elevate Your Property
Investment Business with
Trident Tax

At Trident Tax, we excel in structuring Family
Partnerships to foster financial growth and tax
efficiency, perfectly tailored to your unique
needs. Our knowledgeable team works closely
with professional advisers, financial institutions,
and accountants to ensure your Family
Partnership is optimally structured.

Whether you're transitioning from a personally
owned property investment business, protecting
assets for future generations, or involving young
family members in business management,
Trident Tax provides bespoke advice to navigate
the intricacies of Family Partnerships.
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